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The developing countries are facing huge budget deficits. This paper aims to explore the important dimension 
of deficit financing. It is imperative to investigate whether the government should rely on domestic debt or 
foreign debt. This study has used the time series data from 1972 to 2016 by applying the ARDL approach. The 
findings of the study point out that the stock of domestic debt is more beneficial than the foreign debt while 
foreign debt servicing is harmful for economic growth. 
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